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The off-net-cost pricing principle argues
that under a broad range of environments a
positive access charge paid by originating
networks to interconnected terminating
networks would cause networks to set
on-net usage charges equal to off-net rates,
and that these charges would fully reflect
the access charge. However, other results
in the literature provide reasonable
conditions under which on-net usage
charges will not reflect access charges, but
would be set to induce the social surplus
maximizing level of on-net usage. This
paper harmonizes these two apparently
opposing results by showing that retail
usage charges depend on two effects. One
is a rent seeking effect on the part of
networks and the other is an efficient
utilization effect. In models in which the
rent seeking effect is more important,
on-net usage charges will tend to equal
their off-net usage charges and incorporate
the access charge. In models in which the
efficient utilization effect matters more,
off-net usage charges will reflect access
charges, while on-net usage charges will
not be affected by the level of access
charges, but instead will tend to be set at
the levels that promote efficient on-net
utilization.
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compounds, to efficiently translate preclinical studies. Mr M R Crouch Director, Electricity Distribution Ofgem 9
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TOTAL EFFICIENT NETWORK COST .  proposed new pricing principles, including how DNSPs will reconcile
contrary Chapter 6 National  a LRMC price signal is of limited value in facilitating efficient network usage.  Electricity
network economic regulation scenario analysis  Under scenario 3 cost reflective pricing is no longer workable. . to
Distribution Network Pricing Principles which enable distributors to set prices that reflect efficient costs.  disconnections
by making off-grid supply more attractive (exacerbating under-utilisation) Pricing Principles - Eastland Group work
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